
SPECIAL REPORT

MALAYSIA-MIDDLE 
EAST TIES

Sponsored by



2
F R O M  T H E  E D I T O R ’ S  D E S K

MALAYSIA-MIDDLE EAST TIES SPECIAL REPORT

MALAYSIA-MIDDLE EAST TIES 
SPECIAL REPORT

THE BUSINESS YEAR

T
he COVID-19 pandemic has brought about drastic 
changes to the world economy. Malaysia, howev-
er, is well positioned to seize new opportunities, 

including the reorientation of global supply chains, to 
bolster trade ties with regions around the world, with the 
Middle East standing out as a particular area of potential 
for inward and outward investment.

And although only a modest number of inward invest-
ment projects have thus far been approved, the investment 
per project ration is high. Ties between the two regions are 
relatively young, with Saudi Arabia the only investor in 
Malaysia prior to 2005. Since then, however, the UAE has 
become the top Middle Eastern investor, behind 30% of 
total Middle East projects approved in the Asian country. 
To date, 123 manufacturing projects have been approved 
from Middle East countries, to the tune of USD5.2 billion, 
creating nearly 12,242 jobs. Following the UAE, Saudi Ara-
bia, Iran, and Jordan also have significant investments in 
the country.

Malaysia has managed to stand out due to a number of 

factors, including a very high human development index 
rating and strong per-capita GDP, which has been on the 
up since the 1960s. And the country’s national policy on 
Industry 4.0, known as Industry4WRD, has helped trans-
form the economy into a haven for businesses with digita-
lization at the front of their minds. The Malaysian Invest-
ment Development Authority (MIDA) is an accelerating 
force in rebranding the country as a hub for regional and 
international operations by drawing on the advantages 
that the country offers. Since its inception in 1967, MIDA 
has matured into “Malaysia's cutting-edge, dynamic and 
pioneering force in opening pathways to new frontiers 
around the globe.” And it is in collaboration with MIDA 
that this special report, focusing on Malaysia-Middle East 
ties, was produced. It seeks to set out what makes Malaysia 
such an attractive investment destination, from its Indus-
try4WRD program to its National Investment Aspiration’s 
and the 12th Malaysia Plan, while keeping an eye on the 
country’s burgeoning relationship with the Middle East 
and the sectors that are driving growth and optimism. ✖
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YB Dato’  Seri  Mohamed Azmin Ali 
S E N I O R  M I N I S T E R  O F  I N T E R N AT I O N A L 
T R A D E  A N D  I N D U S T R Y

The pandemic has brought about drastic changes to the world econo-

my. What is your assessment of Malaysia’s response to the challenge of 

COVID-19 in relation to its trade and industrial policy?

The COVID-19 outbreak has affected every country in the world 
enormously, and Malaysia is not excluded. However, despite 
the unprecedented circumstances surrounding global busi-
nesses, Malaysia successfully recorded 4,756 approved projects 
in the economy with investments worth MYR167.4 billion over 
2020 and 2,110 approved projects worth MY107.5 billion over 
1H2021. These projects will create 114,676 and 44,994 job op-
portunities, respectively. This is a testament to Malaysia’s value 
proposition to investors seeking to do business in the region 
and beyond. The country’s strategic location, well-established 
infrastructure, a strong presence of high-quality local suppli-
ers and industries network, as well as skilled talent pool make 
it an attractive global supply chain hub in Asia. To sustain this 
momentum and bolster the national economy, the government 
announced a total of eight stimulus packages valued of RM530 
billion (USD127.7 billion). This initiative not only addresses the 
adverse health and social impact of the ongoing COVID-19 out-

break in the country but also supports businesses. To encour-
age foreign companies to relocate manufacturing operations to 
Malaysia, the following incentives have been introduced: 0% tax 
rate for 10 years for new investment in the manufacturing and 
services sectors with capital investment between MYR300-500 
million; 0% tax rate for 15 years for new investment in the man-
ufacturing and services sectors with capital investment above 
MYR500 million; 100% investment tax allowance for three 
years for an existing company in Malaysia relocating overseas 
facilities into Malaysia with capital investment above MYR300 
million; an additional reinvestment allowance (RA) of 60% for 
existing manufacturing companies; a tax rebate for new SMEs 
and incentives for M&A; a two-day approval of Manufacturing 
Licenses for non-sensitive industries; the establishment of the 
Project Acceleration and Coordination Unit (PACU) in MIDA 
to speed up the implementation of investment projects in Ma-
laysia; and the enhancement of the Domestic Investment Stra-
tegic Fund (DISF) to enable a second round of grant approv-
al for majority Malaysian-owned companies. The COVID-19 
pandemic is shaping a new generation of manufacturers, those 
who are attentive to emerging opportunities arising from the 
low-touch economy. In this arena, Malaysia is well-positioned 
to seize these new prospects that include the reorientation of 
global supply chains from low efficiency to resiliency, higher 
demand for medical products to enhance healthcare capacity, 
and greater reliance on technology to enable higher consump-
tion of digital services.

COMING
INTO FOCUS

Malaysia is well-positioned to seize on new opportunities that include 
the reorientation of global supply chains from low efficiency to 
resiliency, higher demand for medical products, and greater reliance 
on technology.

BIO 

Dato’ Seri Mohamed Azmin Ali has been in his current position since 2020, 
previously serving as Minister of Economic Affairs from 2018. He is also a member 
of the Economic Action Council and sits on the board of directors of Khazanah 
Nasional Berhad. He holds a degree in economics and mathematics and a master’s 
in education and economics from the University of Minnesota.
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The signing of the RCEP promises to be a historic trade treaty. In what 

ways will Malaysia’s trade and industry policies change in light of this?

The RCEP Agreement is designed to broaden and deepen ASE-
AN’s engagement with Australia, China, Japan, South Korea, and 
New Zealand. The objective of the trade agreement is to establish 
a modern, comprehensive, high-quality, and mutually beneficial 
economic partnership that will facilitate the expansion of re-
gional trade and investment and contribute to global economic 
growth and development in the region. The signing of the RCEP, 
the world’s biggest FTA, represents a significant and imperative 
milestone in the integration and revitalization of economies of the 
15 parties. RCEP will promote, facilitate, and protect the invest-
ment climate of participating countries within the region. This 
also includes information exchange and promotion of transpar-
ency measures to facilitate business and investment within the 
RCEP area. RCEP will aim to create a liberal, facilitative, and com-
petitive investment environment in the region. Malaysia’s trade 
and investment policy will be streamlined in line with the spirit of 
RCEP to enhance inter- and intra-regional trade and investment, 
strengthen regional value chains, as well as facilitate transparen-
cy, information sharing, and harmonization of technical regula-
tions and standards.

What scope is there to develop a more expansive investment relationship 

with Middle East countries?

Malaysia is becoming an important destination for investments 
from Middle Eastern countries. Although only a modest num-
ber of projects have thus far been approved, the investment per 
project has been considerably high. Prior to 2005, Saudi Arabia 

was the only investor from the Middle East. Since then, the UAE 
has emerged as the top investor, commanding a share of 30% 
of total Middle East projects approved in Malaysia. To date, 129 
manufacturing projects have been approved from Middle East 
countries. Total value invested was MYR17.4 billion (USD5.2 
billion), and the projects have generated 12,852 jobs thus far. 
Of these, 74 projects (or 57%) have been implemented with a 
total investment of MYR2.3 billion (USD645 million) and creat-
ed 4,556 jobs. Malaysia’s biggest investors among Middle East 
countries are UAE, followed by Turkey, Saudi Arabia, Iran, and 
Jordan. Among major investors include Felda IFFCO, a Malay-
sia-UAE joint venture palm oil company, Evyap Sabun, a Turk-
ish-based soap and skincare manufacturer, as well as Oncogen 
Pharma, a UAE-based pharmaceutical manufacturer and R&D 
company producing oncology drugs. Middle Eastern investors 
are encouraged to invest in Malaysia in industries such as oil 
and gas, chemical production, food and agro-based products, 
halal products, transportation, medical equipment, education, 
hospitality and pharmaceutical. Middle Eastern investors can 
leverage on our country’s key services sectors such as education, 
hotel and tourism, renewable energy, healthcare, Islamic bank-
ing, principal hub, port logistics infrastructure, and retail. With 
the Middle East countries changing its focus to Asia, Malaysia 
has become a destination of choice for Middle Eastern investors 
due to political stability, investor friendly policies, skilled and 
talented workforce, as well as multiracial and majority Muslim 
country. MIDA will continue to promote Malaysia as a preferred 
investment destination and follow up on the existing interests 
from the Middle East region. ✖
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